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Current Trends 


The latest National Association of Home Builders Expectation Survey shows that 76 
percent of the builders who responded expect a generally good outlook in their local markets 
in the next 6 months...22 percent expect it to be fair...and only 2 percent poor. 
Single-family housing is seen as the strongest element in the picture. .. as 77 percent foresee 
good single-family sales...and 22 percent look forward to good townhouse and condo- 
minium sales. In apartment activity. ..68 percent look for a strong market in the immediate 
future. 


The Advance Mortgage Corporation’s quarterly survey U.S. Housing Markets reports 
that there are virtually no depressed local markets in single-family housing. .. only degrees of 
“hotness.”” The Advance report confirms predictions from other sources of a ‘lot-crunch’ 

.. but possibly not until next year. 


Construction contracts in April... according to the F.W. Dodge Division of McGraw- 
Hill... increased 20 percent over the April 1976 rate...to $12.1 billion from last year’s 
$10.1 billion. The increase showed up in all categories of construction. . . commercial, 
industrial, housing, highways, sewer and water facilities, and electric power plants. For the 
first 4 months of 1977...apartment construction... which had been lagging badly 
... represented 26 percent of all residential construction activity. ..an improvement over last 
year’s performance. . . but still short of the 40 percent rate in the early ‘70s. Total residential 
construction gained 30 percent over April 1976. ..and 36 percent over last year for the 4 
months ending Apri) 30. 


Urban renewal project notes. .. totaling $172 million. .. representing 56 local issuing 
agencies. .. were sold in late May at an average interest rate of 2.99 percent. Average interest 
rate for the $177 million of project notes sold in mid-April was 2.729. 


The increase in interest rates... which money experts have been predicting for some 
weeks... brought about another rise in the prime rate... to 6% percent. Also. . . Secretary 
Harris announced an increase in the maximum allowable interest rate for HUD/FHA-insured 
single-family mortgage insurance to 8% percent... effective May 31. The previous rate was 8 
percent. The new rate was arrived at after consultation with Max Cleland, Administrator of 
VA... who simultaneously announced a similar change in the maximum rate of VA home 
mortgage loans. The change was necessary to bring FHA/VA rates into line with competitive 
mortgage market rates. The allowable rate on multifamily mortgage loans remains 9 percent. 


HUD’s report on mortgage activity for March showed that $11.1 billion of home 
mortgage loans were closed during the month... 38 percent greater than the $8.1 billion in 
March 1976. S&Ls made 57 percent of these loans...up from 55 percent a year 
ago...commercial banks originated 18 percent...down from last year’s 22 percent... and 
mortgage companies handled 17 percent this year...compared to 15 percent a year ago. 
Multifamily mortgage loans totaled $1.1 billion in March...29 percent above a year ago. 
Construction loans for homes totaled $2.5 billion. ..30 percent above 1976. For the fifth 
consecutive month. . . multifamily construction loans were higher than the comparable month 
of 1976... this time by 19 percent. 





Significant Decision 


On May 23...the U.S. Supreme Court in Harris, et al. v. Ross, et al. (76-1234) and 
Harris, et al. vs. Abrams, et al. (76-1262) granted certiorari and agreed to review the question 
as to whether the Secretary of HUD is required to implement the tax and utility cost subsidy 
program enacted as Section 236(f)(3) and (g) of the National Housing Act, as amended. In 
Ross. .. an earlier decision by the Fourth Circuit held that the Secretary must implement the 
operating subsidy program on a prospective basis. In Abrams... an earlier decision by the 
Ninth Circuit held that the Secretary must implement the operating subsidy program 
retroactively to February 18, 1975...the date by which the program should have been 
implemented by the Secretary. 


* 


HUD Creates Office to Help Handicapped 


Effective June 6...a newly-created Office of Independent Living for the Disabled 
was established within HUD under the Assistant Secretary for Housing. David Williamson. .. a 
disabled career employee of the Department... is head of the new Office, reporiing directly 
to Assistant Secretary Simons. The announcement of this action was made by Secretary 
Harris when she spoke to the White House Conference on Handicapped Individuals in 
Washington in late May. 
* 


Rental Assistance Extended to 134,000 More Families 


Secretary Harris has announced the allocation of $413 million in Rental Assistance 
funds... which will benefit an additional 134,000 lower-income families. This was made 
possible by the passage of the Supplemental Appropriations Act of 1977. The Secretary 
noted that the funds involved in the Program were allocated by HUD to its Regional Offices 
within 24 hours after the Office of Management and Budget had cleared the funds following 
the signing of the legislation by the President. 


At the same time... Secretary Harris declared that active efforts are being made to 
accelerate the channeling of funds from Field Offices to communities so as to make speedier 
occupancy possible for needy families. 


“The speedup in allocating the funds demonstrates the Department’s commitment to 
prompt action in providing housing assistance to lower-income families,” she said. 


The current and previous allocations for this fiscal year bring to more than $1 billion 
the funds made available under HUD’s Section 8 Housing Assistance Payments Program. The 
funds will assist in the housing of 322,000 families. 


The formula for the allocation of the funds to the 10 HUD Regional Offices. . . for 
reallocation to individual communities in each Region is based on the provisions of Section 
213(d) of the Housing and Community Development Act of 1974... which directs the 
Secretary to consider: 


“So far as practicable...the relative needs of different areas and communities as 
reflected in data as to population, poverty, housing overcrowding, housing vacancies, amount 
of substandard housing, or other objectively measurable conditions, subject to such adjust- 
ments as may be necessary to assist in carrying out activities designed to meet lower-income 
housing needs...” 


The distribution specifically takes into account differences in housing costs among 
housing markets so that the number of households assisted would be proportionate to 
housing needs. 


Part of the allocated funds will be set aside to assist in payment of rents for those 
who will occupy apartments under HUD’s Section 202 Program for the Elderly and 
Handicapped. 


There also will be a ‘set aside’ for rental assistance of housing financed by State 
Housing Finance and Development Agencies. 





HUD to Study Rising Home Costs 


HUD is undertaking action to investigate ways to curb the escalating costs of building 
a home...HUD Under Secretary Jay Janis announced. At a round table discussion with the 
National Association of Home Builders, Mr. Janis said the matter of soaring costs is a 
problem for everyone involved... manufacturers, builders, labor unions, State and local 
governments, environmentalists, local building code enforcement agencies, HUD... and the 
rest of the Federal Government. 


He said that there is no way to press a magic button which will set the escalator in 
reverse, or any easy decisions as to what levers the Federal Government... and HUD in 
particular. .. can pull to slow its acceleration. 


The Under Secretary announced the appointment of a HUD Task Force to examine 
all the building and marketing components which. .. when added together. . . help to increase 
housing costs. Chairman of the task force: is William White, General Manager of HUD’s New 
Community Development Corporation; other HUD members are Lawrence Simons, Assistant 
Secretary for Housing/FHA Commissioner; and Donna Shalala, Assistant Secretary for Policy 
Development and Research. Representatives of the home building industry, architects, 
engineers, and others who can contribute toward solving the problem will be asked to 
participate in the studies. 


In this way. ..said the Under Secrétary...we can arrive at workable solutions if we 
learn to cooperate and have the courage and foresight to do what needs to be done. 


* 
Workshop Reports o: HUD Grant 


Representatives of Housing Authorities in eight U.S. cities and two officials of the 
Greater London Council (GLC) in England, recently participated in a workshop in Miami to 
explore the most effective ways of raising productivity in Public Housing Agencies. 


Herbert Graham, GLC’s Director of Housing Maintenance...and Roy Dickens, 
Director of Work Study...who oversee more than 225,000 units of London housing 
...reported on the currently successful Work/Incentive Program which operates in the 
London area. 


4 Kent Watkins... president of Kent Watkins & Associates. .. urban management con- 
sultants... coordinated the conference as part of the productivity demonstration program 
under a $2 million HUD grant to test bonus incentive programs in Public Housing Agencies 
in the U.S. 


Watkins (a former staff assistant to the Secretary of HUD). ..spent 6 weeks observing 
the British system during 1975...and on his return to the United States briefed HUD 
officials on its effectiveness...is now National Program Coordinator for the project 
underway in Albany; Bridgeport; Columbus, Ohio; Denver; Newark; Newport News; St. 
Louis; and Savannah. 


Basically...the work incentive program is designed to increase productivity by 
offering bonuses to employees for the quantity and quality of work assigned. It was initiated 
in this country about a year ago. The bonus is calculated on the actual time taken as 
compared to an estimated time standard. The bonus scheme also produces detailed 
management control information which shows how effectively each tradesman is working and 
the unit cost of the work. 


In London. . . savings resulted from improved management disciplines in all phases of 
work. .. from carpentry, to painting, to gardening. 


In the U.S., enthusiasm for the plan and tenants’ concern for the day-to-day 
operations of the complexes has increased since the bonus program was introduced. One 
Housing Agency director noted that the turn-around time on vacant apartments has decreased 
from as high as 13 days to as low as 5 days. 





Task Force on FHA Future Announced 


Dr. Robert C. Weaver... the first Secretary of HUD (1966-1969). .. has been named 
by Secretary Harris to be chairman of a Task Force on the Future of FHA. The 
establishment of the Task Force was published in the May 31 Federal Register... and its 
function will be to make recommendations on the future of the Federal Housing Administra- 
tion. The total membership of the group will not exceed 30...and it will have representa- 
tives from consumer interests, organized labor, private mortgage insurers, minority groups, 
women, savings and loan associations, mortgage bankers, commercial and savings banks, State, 
county, and municipal officers, the academic world, the legal profession, homebuilders, 
developers, and HUD employees. 


The remaining members of the Task Force will be selected before the first meeting of 
the Force... scheduled for 9 a.m. Wednesday, June 15, in Room 10233 of the HUD 
Building. The meeting is open to the public. 


Further information about the Task Force and the scheduled meeting may be 
obtained from Donald K. McLain (202/755-5333) or Douglas C. Brooks, Management 
Officer, Room 3260, HUD Building, Washington, D.C. 20410 (202/755-9086). 


ww 
Rural Groups Merge 


The two major national groups concerned with rural housing and development have 
voted to merge. Rural America and the Rural Housing Alliance Board have voted to unite 
into one organization...to be known as Rural America, Inc. The effective date of the 
merger will be June 1. 


The Housing Alliance was organized in 1966 as the International Self-Help Housing 
Association. .. and changed its name to RHA in 1969. 
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